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ECON203, Trimester 2 2015 


Answer any FOUR (4) of the EIGHT (8) questions provided 


All questions are of equal value 


Explain the difference between systematic and unsystematic risk. Explain how beta 


captures systematic risk. 


What do we mean by “off-balance-sheet” activities? If these items are not on the 


balance sheet, are they important? What are some off-balance-sheet activities? 


What are the different types of nonbank financial institutions in Australia? 


How do interest rates serve an allocative function in a market economy? 


Define the concept “marketability”. Why is marketability considered essential in 


determining offering rates? 


What is meant by the phrase “adverse selection” in insurance? Explain using two 


examples of insurance markets. 


What are the differences between the futures and the forward markets? What are the 


advantages and disadvantages associated with using each of these markets? 


Discuss whether the share market is a good predictor of economic activity. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 


result in the cancellation of all marks for this examination. 
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